Abstract
A new conditional cash transfer program for households with children will be implemented in Uruguay in 2008. Previous research indicates that both in terms of income poverty and educational achievements, children, and specially those aged 12-18, are the most vulnerable group. The redefinition of the social protection system is directed towards this group, and aims at reducing current and future poverty through investment in education. Evaluations of previous conditional cash transfers are not available, and not much is known about the potential impact on poverty and school attendance of different policy designs. We aim at filling this gap, by carrying out an ex ante evaluation of this conditional cash transfer program. We will undertake our ex ante analysis in two steps. The first one consists on the representation of the incidence of different transfer designs, without simulating any behavioral response from households.
The second and main step of this research consists in the estimation of a behavioral model, using cross-section data, in order to generate a counterfactual illustrating how each household would behave under different policy designs. Based on the methodology proposed by Bourgignon et al (2002) , we will assess what is the effect on poverty, inequality and school attendance of different policy designs. This research is relevant for the discussion about the social protection system that is at present undergoing in the country, and we believe that it may also shed more light on methodological issues related to the usefulness and accuracy of ex ante policy evaluations.
Main research questions and core research objectives

The problem
Households with children are the group that experiences more relative deprivation in Uruguay. Since the early 1990 decade, poverty incidence, intensity and severity is three fold in households with children compared to elder adults' households. 1 Previous research shows that this outcome is closely linked with increasing labour earnings inequality and rising unemployment, which mainly hit low skilled workers (UNDP, 2005; . Meanwhile, the better situation of elder adults is related to the almost universal pensions system that was established in Uruguay since 1950 and to the 1990s increase of average benefits real value.
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Another relevant non monetary outcome for children refers to education. Kindergarten supply increased since 1996 as a component of a reform in the educational system. As a result, attendance rates of children aged 4 and 5 increased significantly. Attendance rates in primary school are almost universal and have been steady for a long time.
Repetition is a severe problem, particularly in the first year where rates are stagnant around 25% and mainly concentrated in low income groups. The other important failure of the educational system in Uruguay is located at secondary school where dropping out rates have been endemic since the 1980 decade (Chart 1). As a result, average years of schooling in the adult population are stagnant around 8.6% and have been surpassed by other Latin American countries. This problem is concentrated at lower income strata and mainly affects boys who also show higher labour market participation rates (Bucheli and Casacuberta, 2000) . 1 Poverty incidence among households with children was 37.2% in 1991, 40% in 2002 and 40.6% in 2006 (first semester) . In elder adults' households, the corresponding figures were 5% in 1991, 11.1% in 2002 and 9.6% in 2006 (first semester) . This result also holds after adjusting income with equivalence scales (Rodríguez and Vigorito, 2003) . 2 In 1990 pensions started to be indexed on the basis of the past quarter average real wage increase. As inflation was declining, this led to a sharp increase of the real value of pensions. 3 It is worth noting that during the crisis, attendance rates in secondary school grew (UNDP, 2005) . This can be partly related to the scarcity of opportunities for low skilled workers during the crisis. But after the crisis, enrolment rates seem to be decreasing again. Source: Amarante et al (2006) Both in terms of income poverty and educational achievements, which can be translated into present and future poverty, children, and especially those aged 12-18, configurate as a vulnerable group.
During the last decade, different programs of means tested conditional cash transfers were adopted in Latin American countries. These programs aim at balancing current and future poverty reduction, mainly through increasing school enrolment and reducing child labor. Investment in human capital is conceived as an essential component for enhancing future poverty reduction, so cash transfers are conditioned on child school attendance and health controls.
Uruguay is at present discussing the reshaping of its social protection system, and future initiatives include the implementation of a conditional cash transfer for children aged 6 to 18. This type of program is not entirely new for Uruguay, as there is a cash transfer directed to children in school age, named Asignaciones Familiares, that was created in 1942. In a way, the program that is being discussed at present is a reformulation of this old program, as this one would be dismantled when the new one is adopted.
It is not a common practice in Uruguay to assess the potential impacts of different policy designs before policy implementation. This research project aims at filling this gap, shedding light on the potential effects of alternative policy designs of this child conditional cash transfer. Our purpose is to consider its impact in terms of poverty, income distribution, and mainly, on school attendance.
Lessons from the old Asignaciones Familiares program on these issues are limited because, as we will discuss later, the amount of the transfer is very low and it seems not to exert any influence on individual behavior. In order to provide inputs for policy design, an ex-ante evaluation seems an useful option in the Uruguayan case. We will undertake our ex ante analysis in two steps. The first one simply consists on the representation of the incidence of different transfer designs, without simulating any policy response by the agent. This static approach is clearly a merely illustrative approach, as one of the objectives of the policy is to generate behavioral changes among young people. So the second and main step consists in the estimation of a behavioral model, using a cross section of households, in order to generate a counterfactual that illustrates on how each household would behave under different policy designs. Details on the methodology are discussed in section 5.
In order to clarify our main research questions and objectives, we briefly describe the present configuration of the social protection system in relation to cash transfers and the main changes that are under discussion at present.
Conditional cash transfers in the current social protection system
There is at present a conditional cash transfer program directed towards children in Uruguay, named Asignaciones Familiares. This program was created in 1942, as an income transfer focused on formal workers with children. Following the French legislation, Asignaciones Familiares became one of the pioneering programs of this kind in Latin America. Access to child benefits was closely related to contributing to the social security system and to the requirement of school attendance for children aged 6 to 18. Those aged over 15 years old were kept in the system only if they attended secondary school. 4 The value of the benefit was fixed in 8% of the minimum wage.
In 1995, due to fiscal constraints, the system was modified: access was restricted to parents or adults in charge if their earnings added up to 10 minimum wages or less. The amount of the benefit was also modified: those who earned less than 6 minimum wages received 16% of the minimum wage whereas for those earning 6 to 10 minimum wages the benefit was kept in 8%. As long as poverty continued increasing and unemployment was growing since 1995, in 1999 the government extended child benefits to those households with total income lower than 100 U$S dollars a month and that either had unemployed workers whose unemployment benefit already expired or were female headed with no other earners in their households.
In 
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PANES was conceived as a temporary program, and it will be ending by November 2007. But the government fears that households receiving these transfers will return for their previous situation if a new intervention is not designed, as long as apparently their earnings generation power after PANES is still low. In fact, according to Amarante et al (2006) around 76% of the plan beneficiaries can be labelled as structural poor. The government is designing a Plan de Equidad (Equity Plan) with the purpose of providing assistance to population living in poverty. This plan includes a reformulation of the old
Asignaciones Familiares.
In order to transform Asignaciones Familiares in a successful continuation of PANES, able to provide short and medium run tools for poverty alleviation, many research questions are posed. These issues involve the choice of the means-test, the control of the conditionality, the benefit levels in order to induce school attendance, the potential impacts on poverty and inequality, the consideration of alternative program designs, among others.
Research questions
This research proposal aims to answer some of the questions that arise when addressing the problem of the reformulation of the social protection system. More specifically, we want to answer the following questions:
-What is the effect on poverty and inequality of the reformulation of Asignaciones Familiares , under different policy designs?
This question can simply be answered by undertaking static simulations in order to assess changes between the situation without intervention (the present Asignaciones Familiares program) and under different schemes of a conditional cash transfer.
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These different schemes imply different amount of benefits, means test, and alternative transfer amounts depending on age, school grade or family composition.
Changes in the situation of vulnerable groups (children) will be specifically considered.
-What are the effects of different policy designs on child (12-18) school attendance?
To answer this question we will model behavioral changes at the household level, in order to capture how child school attendance reacts to different policy designs.
Again, different schemes imply different amount of benefits, means tests, and alternative transfer amounts depending on age, school grade or family composition.
Changes in the situation of vulnerable groups (children in poor or indigent households) will be specifically considered. 9 The situation without intervention is reflected by the current social protection system that includes Asignaciones Familiares. As the idea is to substitute this program with the new one, comparisions will be made against this alternative. As Ingreso ciudadano was conceived as a transitory program, it will not be considered because we are comparing different policies that constitute the structural social protection matrix of the country.
-What is the effect on poverty and inequality of the reformulation of In order to provide useful information for policy decisions, direct costs of different scheme alternatives under different approaches (static or including behavioral changes) will be reported and compared to actual direct costs of Asignaciones Familiares.
-How do results from the static simulation (in terms of poverty, inequality and direct costs) compare to those obtained once household responses are modelled?
Ex ante evaluation tools constitute a field of research under development.
Comparisons of the performance of these tools against static approaches may shed light on the usefulness of the technique.
Scientific contribution of the research: including a short list of key literature references and knowledge gaps
The growing importance of conditional cash transfer programs and the increasing concern for distributional issues is generating greater need of ex-ante evaluations. This type of analysis is meant to capture differences between the proposed reform and the status quo, and is intrinsically behavioral, as it is based in the generation of counterfactuals that take agent responses into account. Although the problem of trying to forecast the effects of hypothetical social programs is an old challenge for Santiago (2002) and Bornhorst (2004) , and have been addressed as the cutting edge of applied microeconomics of development (Bourguignon and Ferreira 2003) . These first validation exercices suggest that the overall performance of ex ante microsimulations is good, although results must be taken with caution as they are first approaches, and more evidence needs to be generated. Trying to develop further evaluation of the performance of the ex ante evaluation as a tool for policy design seems a useful road for future research.
Policy relevance
As a first step of this research, a simple analysis of the incidence of alternative cash transfer designs will be carried out, and poverty and inequality measures will be 
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The research team has previously worked in close contact with these institutions (section 11).
Methodology
Our initial step consists on undertaking a pure acconting ex ante marginal incidence analysis, and estimating the static impact of different policy designs on poverty and inequality. This exercise will be carried out using the Uruguayan household survey (2006), and will mainly serve as a learning stage. Nevertheless it may also be useful to compare these results based on static simulations with those obtained when behavioural responses are considered, in order to assess the usefulness of these methodologies, as evidence on this issue is really scarce at present. But the real challenge is to incorporate behavioural changes through the modelisation of household decisions when faced to the policy. This section describes the methodological issues related with the behavioural incidence analysis.
The literature on the incidence analysis of public expenditure and taxation has become a prominent element of economic debate in recent years. There is an increasing demand for evaluation of the effects of social policies, both in aggregate terms or considering specific social groups. This includes the consideration of poverty and distributional issues as well as changes in people's behaviour due to the implementation of specific policies, and so the analysis must be carried out at the microeconomic level. This has led to the emergence and development of different techniques that in some cases are not completely new, but a revised and improved version of tools previously used in 12 The web page of MIDES is www.mides.gub.uy. As discussed before, different techniques have also been proposed to incorporate behavioral responses in ex ante evaluations of social policies. Todd and Wolpin (2005) illustrate about the use of behavioral models in ex ante evaluation, suggesting different estimation strategies based on a modified version of matching methods. Bourguignon, Ferreira and Leite (2002) (BFL from now on) address a problem similar to the one we are facing, as they develop a model to make an ex ante evaluation of the effects of a conditional cash transfer on school attendance. In our proposal we draw on their empirical strategy. Our methodological option is based on the premise that this first step should be based on the simplest economic model that contains enough structure to capture the mechanisms are affect agent responses.
After that, and as a part of our research, we will try to further elaborate an aspect that BFL leave unchanged which refers to labour supply responses from household adults under different policy designs. We hope that the incorporation of second order effect (such as changes in parental labour decisions) can be undertaken in future steps of the research, although we are aware that the introduction of many parameters in structural approaches poses a problem on the idenfication of the model.
The model
Our main interest is to capture the effects on school attendance, poverty and inequality of a conditional cash transfer. Considering that one of the objectives of the program is to foster school attendance at secondary level and that attendance at primary level is almost universal in Uruguay, we will focus on children aged 12-18.
The issue of child labor supply has been addressed in many empirical analysis (see for example Ravallion and Wodon, 2000 and Arat, 2002) . Following BFL, we choose to develop a model of discrete labour supply decision, where a child decides either to go to school, to work, or to carry out both activities. This specification is suitable for developing countries where it is usual for children of these ages to be involved in both activities. 
S i =k if Sk(.) >S j (.) for all j ≠k
The schooling decision is then a function of a set of variables:
The illustration of the methodolgy draws on BFL. An adaptation of this methodology to the particular case of Uruguay will be studied as part of the research. 14 In this setting we ignore those youngsters do not work nor attend school. To reflect this fact, the choice variable should take four values, and this may generate some problems in the econometric estimation. For the sake of simplicity we stick to the original BFL specification, although the alternative of four choices will be analysed. The model can then be used for microsimulation by looking at the effect of an exogenous variation of the household income under the schooling options j=1, 2. What remains is obtaining the estimates of α, β, γ and v ij .
Estimation issues
A problem arises from the fact that in a multinomial estimation the coefficients are identified only relative to a certain choice category (α j -α 0 ;β j -β 0 ; γ j -γ 0 ), but as the cash transfer is state dependent, meaning that the income variable is asymmetric across altenratives, it is necessary to identify the three components (ie: α 0 , α 1 and α 2 ). 
= α α
The set of residuals can not be observed or precisely estimated, but for each i the set of residuls v i0 , v i1 and v i2 are expected to belong to a certain interval, such that given the parameter estimates and the individual characteristics they are consistent with the actual choice. For instance, if the observation i has made choice 1, it must be the case that:
So the disturbance terms v ij -v i0 must be drawn so as to satisfy this inequality.
We also need to estimate potential earnings for each child, w i . Following BFL, this estimation will be done by OLS, and random terms u i for non working kids will be generated by drawing in the distribution generated by the residuals of the OLS estimation. Potential selection bias in the estimation of wage equations will be controlled using traditional techniques (Heckman 1979). 15 Once the model is completely identified, the impact of the cash transfer can be simulated. If we supppose that the transfer amount is T i and we incorporate means test 
Limitations of the method
The behavioral approach relies on a structural model that requieres a set of assumtions.
In the example that we presented, the schooling decision is reflected in a very simple model that leaves behind more intrincate aspects. In particular, the following simplyfing assumptions are made:
-households behave as a unit, as income is assumed to be pooled. The issue of how the decision about child's time allocation is decided within the household is not addressed.
-the decision about child schooling is taken once occupational decisions of adults in the household have already been made, and it does not affect these occupational decisions -related with the previous assumption, non child income is also exogenous in the sense that it is not affected by the presence of the means tested transfer 16 . In this aspect, we aim at deepening into the methodology proposed by modelling adult labor supply and analyzing its response to different transfer settings.
-the problem of more than one children in the same household and the simultaneity of the decision is also not considered. This implies assuming that all households are single child form a behavioural point of view, so transfer ceilings per household can not be introduced -household structure is taken as exogenous -probably the strongest assumption, common to all microsimulation models, is that cross sectional income effects estimated using a household survey coincide with the income effects that will be produced by the program under study. This means that income effects over time for a given agent are the same that the effect of cross sectional incomes. As stated by Bourguignon and Ferreira (2003) , the combination of ex ante and ex post evaluation can shed light about the plausibility of this assumption.
In the course of this research we will try to relax some of the specific assumptions made by the proposed model, in an attempt of advancing in the use of microsimulation techniques for ex ante evaluation.
16 BFL argue that assuming that the presence of the means test does not affect labor supply of adults in the household might not be so restricting if means test is based on some score based proxy for permanent income and not on current income. 
Data requirements and sources
Consultation and dissemination strategy
The results of this study will be disseminated both at the academic and policy makers level. Dissemination at the academic level will be addressed through the publication of an article containing the main findings in a journal or review specialized on social policies. We also intend to organize a conference to present and discuss our main results, inviting researchers that have worked on ex ante evaluations from other Latin American countries.
We will conduct specific workshops with staff from MIDES and BPS in order to thoroughly discuss our results to improve the final design of the new Asignaciones Familiares.
At the policy-makers level, we will discuss our results with BPS and MIDES authorities. The team has training and experience in working in issues related to the social protection network and microsimulations.
List of team members: indicating their age
Description of the research capacities that team members and their institutions are expected to build through their participation in this project
This project will allow the researchers and the institution involved to deepen their understanding of social policies and to develop techniques to tackle the issues of policy evaluation. Most poverty analysis in Uruguay has been mainly descriptive and this project will help in broadening the scope to address this topic. The literature on social protection networks and cash transfer programmes will be reviewed in depth. As a product of this activity, we will produce a working paper that can be used in our teaching activities at Universidad de la República.
To date, most reforms in non contributive social programmes in Uruguay have been carried out without an ex-ante evaluation of their potential effects. Thus, this research project will provide both the academic community and the policy makers a useful tool for better practices in policy design. Moreover, microsimulation models developed as part of this research will be made available for government agencies, specifically BPS and MIDES. The purpose is that these tools can be used to monitor other changes in Asignaciones Familiares, and also serve as a basis to evaluate other policy changes.
There are many technical issues involved in estimating a microsimulation model that will be studied in depth by the research team. Some of the aspects to be addressed are:
alternative specifications of the school-work decision for teenagers; available strategies for distributing the residuals in participation, hours and earnings equations; endogeneity in the income variable included in the child labor supply equation and in other variables included in the estimation; convenience of correcting by sample selection bias using Heckman´s procedure.
In what follows we briefly present the tasks that be will carried out by our team members:
Veronica Amarante: Revision of existing literature on ex ante evaluations, definition of the main assumptions and counterfactuals that will be used for the evaluation, econometric estimation of the models to be tested with emphasis in the problems coming from the schooling-work decition equation to be estimated. She will participate in the writing of final reports and other scientific communication materials to be prepared.
Rodrigo Arim. Revision of existing literature on ex ante evaluations emphasizing the role of the different assumptions on household labour supply. Econometric estimations. and writing of final reports and other scientific communication materials to be prepared.
Gioia de Melo: Revision of the characteristcs of the different transfer schemes that have been implemented in the last decade in Latin America and of the existing literature on ex ante evaluation and social protection systems in Latin America. Analysis of the quality of the data that will be used in the estimations, data analysis. Andrea Vigorito. Coordination. She will participate in the definition of the main assumptions and counterfactuals that will be used for the evaluation, econometric estimation of the models to be tested and writing of final reports and other scientific communication materials to be prepared. Dialogue with the different political actors to be involved in the discussion process.
10.
Any ethical, social, gender or environmental issues or risks which should be noted.
11.
List of past, current or pending projects in related areas involving team members -design of the proxy means indicator to select beneficiaries of Ingreso Ciudadano -design of the questionnaire to be filled by applicants to PANES -design of the impact evaluation of PANES (in collaboration with Dr. Marco Manacorda from the London School of Economics), consisting on the application of a discontinuos design strategy, using panel data of treatment and control groups.
At present survey information is being gathered and in March 2007 the first wave will be available to start the impact evaluation of the program.
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